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We are definitely entering the era of Cool War. 

This means that the Kremlin plans to avoid, at almost any price, in- 
cidents and adventures that might lead to a major war but does not want 
any concrete agreement with the West. 

Such, on the world scale, is the pattern of present Communist policy 
as established by the Kremlin’s new masters, Premier Malenkov and his 
supporting military triumvirs, Marshals Georgi Zhukov, Alexander Vasi- 
levsky and Vassily Sokolovsky. 

One major reason for their wishing to avoid war is the shock admin- 
istered by last summer’s East German revolt, which showed them--and al] 
the world--how flimsy the Soviet satellite house of cards really is. 

The main motivation for spurning a general agreement is their deter- 
mination to keep Germany divided. For, more than anything else, they 
dread a rearmed Germany. 

Consequently no conference, whether of foreign ministers or--as en- 
visaged by Churchill--among the “heads of government," can be expected 
to bring tangible results. 

To prevent war, Moscow is making every effort to establish a ‘‘good 
neighbor zone” along the western frontiers of the Soviet empire to re- 
place the Iron Curtain. 

In Finland, Communist votes saved Premier Urho Kekkonen’s bourgeois 
government from overthrow by the Socialists. 

In East Germany, Field Marshal Friedrich Paulus, who surrendered at 
Stalingrad, has been liberated to woo back the masses to the discredited 
People’s Republic. 

The Kremlin also is seeking to resume normal relations with Yugo- 
Slavia, with Greece through Bulgaria, to negotiate with the Vatican to 
‘ease religious tension in Poland, Czechoslovakia and Hungary, to court 
the Arab states by discreet anti-Semitism, and to win over France and 
other Western countries through commercial treaties and cultural 
exchanges. 

The dilatory tactics of the Kremlin suit the plans of West German 
Chancellor Konrad Adenauer. He does not want any agreement with the 
USSR now, even on. German reunification; he prefers to wait until West 
Germany has become strong enough, militarily and economically, to talk 
to Moscow in the language it understands. 

Such a time may not be too distant, since the technical organiza- 
tion and personnel for a powerful West German army are available when- 
ever the Allies give the word. 

Yugoslav leaders who claim a special insight into USSR affairs 
agree that, while the Kremlin is against any genuine settlement, it 
desires to avoid war because of growing stresses inside the satellites 
and the USSR itself. 


But they warn that the West, and the US in particular, must be 
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“flexible” in exploiting this situation, since force or pressure would 
only strengthen the present Soviet regime. 





* * * * . at 


Reports from inside Red China insist that Mao, too, following the 
Moscow pattern, prefers continuance of the present stalemate, while 
avoiding renewal of actual hostilities. 

His own reason is the realization that a united Korea would not 
be Communist, and he will never accept a non-Red neighbor next to Man- 
churia’s power plants and factories, Red China’s only modern indus- 
trial area. 

Chinese troops did not enter the Korean War until the UN forces 
under General MacArthur, after smashing the North Koreans, advanced 
toward the Manchurian border. 

The new Communist strategy is being put into action in a pink- 
curtained mud hut at Panmunjom. In the talks set up to arrange the pro- 
jected Korean political conference, they are trying to avoid the re- 
newal of hostilities but, at the same time, they seek to postpone a 
permanent Far Eastern settlement on the basis of mutual give and take. 

The UN delegate, New York lawyer Arthur H. Dean, former partner of 
Secretary Dulles, is attempting to smoke out the Communists by making 
every reasonable concession. 

He already has conceded one major point by offering to discuss 
attendance by neutrals, as the Communists demand, once time and place 
are settled. 


He may, as an alternative, propose India be invited as an 
“observer, " 

The belief persists despite Washington denials that the US, if 
present talks fail, will make a last-ditch proposal to replace the 
political conference by a seven-power conference, including the US, 
France, Great Britain, South Korea, the USSR, North Korea and Red China. 





























Here is the inside story of how diplomatic failure on the technical 
level bungled the Trieste settlement. 
President Tito was to be told in advance of the Allied announcement _ 
returning Zone A, including Trieste itself, to Italy. But when the time 
came, chagrined US and British diplomats, who had not kept track of his 
movements, found that he was shooting chamois in the mountains--and 
could not be reached, Meanwhile the story leaked to the Italian press. 
which made the announcement seem like something concocted among the 
Allies and Italy and sprung without warning on Yugoslavia. 
To top the confusion, the US and Britain failed to state publicly 
that this was a final settlement, and Italy could expect nothing further, 
whereupon Premier Pella hastened to intimate that it was but the first 
step inItaly's regaining the whole area, including Yugoslav-held Zone B. 
Settlement of the dispute, now that Yugoslavia has made it clear she 
will attend the proposed five-power conference without prior conditions, 
depends on finding a formula to save the faces of both Tito and Pella. 


The final solution is expected to be a slight territorial adjustment 
































of Zone A to meet Yugoslav demands. Italy would get the rest, as the 
Allies announced, and Trieste city itself. Yugoslavia would keep Zone B. 
It is certain that neither country, however it may rattle the saber 














via press and radio, is prepared to go to war over an essentially 
minor--if emotionally explosive--issue. 

Indicative of an eventual peaceful solution is that fact that con- 
ditions in Slovenia and Croatia, where a ‘war scare” drained the shops 
of food and other staples following the Allied declaration, are largely 
back to normal, with abundant supplies on hand. 





e+" @ * * * 


The US-backed plan for a Jordan Valley “TVA” is receiving serious 
Arab consideration despite bitter statements for home political con- 
sumption that “no Arab state will agree to the project, which is mainly 
for Israel's benefit.” 

The plan, submitted by Eric Johnston, special envoy of President 
Eisenhower, during his current Middle East visit, calls for separate 
bilateral agreements between the riparian states, Jordan, Israel and 
Syria, and the US--expected to underwrite most of the costs. 

This would bypass the major political difficulty, refusal of the 
Arab states to negotiate directly with Israel. 




















Disagreement on timing between London and Washington is all that 
is holding up resumption of open negotiations to settle the Anglo- 
Iranian oil dispute. 

The US feels that the oil issue must be settled before Britain and 
Iran restore diplomatic relations, while Whitehall is convinced this is 
putting the cart before the horse. 

The British argue that diplomats can be exchanged in a matter of 
days, while the oil talks--ever with complete good will on both sides-- 
must take months. 

First feelers for a settlement were put forward by Iran’s new pre- 
mier, Fazlollah Zahedi, through Switzerland, custodian of British in- 
terests in Teheran, at the suggestion of Shah Mohammed Pahlevi. 

Basis for discussion in the negotiations will be British recog- 
nition of Iranian oil nationalization, return of British technicians 
to the great Abadan refineries, and marketing of Iranian petroleum 
products through an international board. 
































* * . * * * 


WORLD=CABLE has learned that the false Beria whose supposed escape 
created such a stir in September is a fugitive Georgian who convinced 
former Premier Mossadegh that he was the deposed Soviet Deputy Premier 
and security chief. 

The Georgian fled to Teheran from Soviet Azerbaijan late last sum- 
mer in the company of two secret police officials, comrades Mokradze 
and Gabbeguia. Mossadegh arranged for him to be flown to Spain via 
Switzerland by a wealthy South American who was seeking an Iranian oil 
concession. 

To test his claim a secret rendezvous aboard the launch of a luxury 
yacht in the Mediterranean was arranged between the man and distin- 
guished Stdviet exile, Gregori Bessedovsky, former Soviet charge 
d'affaires in Paris for many years, and an old acquaintance of Beria. 

Bessedovsky refused to identify him as Beria, stating that he 


























seemed ten years too young, had much too big a chin, and spoke Russian 
with much too thick a Georgian accent. The self-styled Beria is now 
en route from Spain to South America with his mysterious protector. 
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BUSINESS AND ECONOMIC EVENTS OF THE HOUR: 


Trouble is brewing for US foreign economic policy in Asia and most 
of it centers on Chinese industrialization. Cables from Hong Kong stress 
that nothing short of economic subjugation of Asia is planned. First 
step is conversion of China into an industrial colossus--something which 
took Russia thirty years to accomplish. 

The process will be greatly speeded up for Mao since 100,000 Russian ad- 
visers will help him to avoid most of Stalin's mistakes. Despite the 
fact that development has just begun, China has already become an ex- 
porting nation, requiring additional Russian warships to guard her sea 
lanes to Southeast Asian and Iron Curtain customers. 











* * * * ’. * 


The fact that convertibility is some time off was the important--if 
undramatic--news that came out of the recent Paris meeting of the Or- 
ganization for European Economic Cooperation (OEEC). 

Germany, England, and the United States came in for most attention 
at the meeting. Germany seems to have settled an intramural discussion 
between Economic Minister Erhard--who wants immediate convertibility of 
the mark--and Finance Minister Schaeffer--who doesn't. Schaeffer has 
convinced his colleague that Germany shouldn’t try convertibility until 
the free world has a larger degree of multilateral trade. 

England isn’t in a hurry to press convertibility. Butler’s pdsition 
is that dollar and gold reserves are up, but aren’t strong enough to 
support free exchange. 

Butler reflected the sentiment of the stronger OEEC members who, 
while preparing themselves for convertibility, are waiting for a push 
from the third key nation, the US. 

The “push” they seek is a firm declaration of a liberalized Ameri- 
can foreign economic policy--but they are realistic enough to know that 
the US statement (not expected before spring) may not be quite as 
liberal as they'd like. 





























Watch for a revival of giant private American loans to West Ger- 
many, last seen in the twenties. Germans need foreign capital to equip 
Ruhr industry and spark overseas trade, and they conversed privately 
about loan possibilities with John J. McCloy, Chairman of the Chase 
National Bank, on his recent visit. 











Expect three major recommendations from the President's brother, 
Dr. Milton S. Eisenhower, based on his 36-day mission to Latin America. 
1. Elimination of US tax impediments to private American investment in 
Latin American industry. 2. An educational effort on the part of the 
US to convince Latins that mere enactment of laws promising not to 
expropriate foreign capital and property will not attract such capital. 
3. Large scale help in providing transportation--especially highways. 


Tks Gates 
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